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people, events, techniques
Companies Anticipating Shortages of Materials Have
No Plans to Slash Sales Staffs, Survey Shows
Although companies are prepar
ing marketing plans for an econ
omy of scarcity, cutting back on
their sales force is not expected, ac
cording to recently polled sales
executives.
The Sales Executives Club of
N.Y. and Porter Henry & Co., Inc.,
sales management consultants, re
ceived replies from 498 companies
on what they are doing about the
economic situation. The survey was
conducted while the Arab oil em
bargo was still in effect.
Sixty-four per cent of the respon
dents said they were currently de
veloping a specific marketing plan
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for an economy of scarcity. How
ever, in two years 51 per cent of
the respondents believe their sales
force will be larger, 43 per cent
believe it will be the same size,
and only 6 per cent believe it will
be smaller. Looking at these figures
by industrial groups: 84 per cent
of the insurance and financial ser
vices companies said they would
expand their sales force; 69 per
cent of the food companies said
they would do the same; and 73
per cent of the drug, health, and
beauty aids marketers plan to in
crease their sales staff.
Forty per cent of the companies
reported that if the gasoline short

age affects their salesmen’s ability
to cover their territories, the more
unproductive territories will be
eliminated. The natural result of
the gas shortage, according to 72
per cent of the sales executives,
will be a greater emphasis on time
allocation. Salesmen will have to
pay closer attention to which cus
tomers are the most profitable and
how much time they spend with
them.
However, when the sales execu
tives were asked, “Do you believe
the energy shortage will become so
severe that production will be cur
tailed and all products in short
supply?”; forty-three per cent said
5

“yes,” 46 per cent “no,” and 11 per
cent were undecided. The re
searchers believe that some of the
executives were hesitant to classify
shortages at “severe” and felt only
some, not “all,” of their products
would be affected.
Only 20 per cent of the larger
companies responding, those with
sales forces of over 100 salesmen,
saw severe shortages affecting
them. Over 50 per cent of these
larger firms did not anticipate se
vere shortages.
“The overwhelming majority—74
per cent—of the executives who
took part in the survey believe that
the salesman’s job will be more
difficult in the coming months,” the
study states. “And, along with this
increased difficulty, the new role of
the salesman—a role that will place
him in a position of cutting an
order as often as asking his cus
tomer to increase the order—will
be more important to a company’s
overall success.”

1973 Wage Gains

Higher Than in ’72,

Lower Than in ’71
In 1973 all industries less con
struction had an average wage
gain of 24.8 cents an hour, reports
The Bureau of National Affairs,
Inc. The construction industry
median hourly wage gain was 39.3
cents in 1973.
The publishing company re
ported its findings in “Facts for
Bargaining,” a part of its Collective
Bargaining Negotiations and Con
tracts.
Although the median wage gains
were higher than those in 1972,
they remained lower than 1971’s
gains. In 1971 construction had an
average wage gain of 68.1 cents
per hour and all other industries
30.2 cents per hour. In 1972 con
struction had an average median
gain of 38.3 cents per hour and all
other industries 21.2 cents per
hour.
6

Of the contracts negotiated in
1973 by the nonconstruction indus
tries, 10 per cent were for one
year, 36 per cent for two years,
and 54 per cent for three years. In
construction, 78 per cent of the
contracts were for one-year terms,
18 per cent for two, and only 4 per
cent for three years.

AT&T Announces New
Resistance to

Records Search
As of March 1, the American
Telephone and Telegraph Com
pany has put new procedures into
effect to guard its customers’ pri
vacy.
Only under subpoena or admin
istrative summons is AT&T sub
mitting customer long-distance rec
ords to government or law enforce
ment agencies or legislative com
mittees.
When such records are sum
moned or subpoenaed, the Bell
companies are notifying the cus
tomers involved with an immedi
ate phone call and a letter written
within 24 hours of receipt of the
records request. Only in circum
stances where the requesting
agency directs the company not to
notify the client because it certi
fies that such notification would
impede the investigation or inter
fere with the enforcement of law
will this policy be waived.
Until now only if clients inquired
whether their records had been
subpoenaed or summoned had they
been informed of the action.
“We would prefer not to reveal
anything to anybody about the
billing records of our customers,
but obviously we must honor sub
poenas served upon us,” said Ed
ward G. Greber, AT&T vice presi
dent.
“I want to emphasize that the
records we’re talking about contain
only the information necessary for
billing purposes. These records
contain no information as to the
contents of any telephone conver
sation,” the AT&T executive said.

Giving Work Crews

Greater Independence
Increases Output
Allowing workers more self-man
agement can lead to increased pro
ductivity. A group of assemblers
working on a radar unit were able
to cut their production time from
138 hours to 31 hours through self
initiated improvements, reports
Towers, Perrin, Forster & Crosby,
management consultants.
First, a line supervisor initiated
a problem-solving session for his
work crew. During this meeting
assemblers identified production
blocks and suggested ways to re
move them. The assemblers set
their own targets and strategies
and solved their own daily prob
lems, only calling in outside engi
neers and assemblers when neces
sary. Over a two-year period this
approach enabled the assemblers to
produce the units in 31 hours,
which management felt was the
point of optimum efficiency. Since
the breakeven point was 100 hours,
profit on the units allowed signifi
cant price reductions to be passed
on to the customers, TPF/C states
in its Letter, issue 113.
This is just the sort of job enrich
ment many union leaders oppose
because of its potential for cutting
down on the number of required
workers (see M/A, May-June, ’73,
pp. 5-6).
Working a “whole job”

Another company is experiment
ing with giving each of its workers
a “whole job.” This means each job
includes three elements: planning,
doing the job, and evaluating the
results, TPF/C states. In this com
pany “every engineering job has
been expanded from responsibility
for a specialty to responsibility for
an entire production unit.”
In another case, although indus
trial engineers estimated 110 work
ers were needed for a new corpo
rate facility, when the work force
was organized into 12-member
Management Adviser

teams that managed themselves,
only 70 workers were required.
TPF/C states that these teams:
perform activities typically accom
plished by maintenance, quality
control, custodian, and personnel
units; provide challenging assign
ments in addition to routine tasks;
and afford job mobility and re
wards for learning. The manage
ment of this facility reports im
proved yield, minimized waste,
and fewer shutdowns.
“A number of other organiza
tions are experimenting with tech
niques for putting the worker back
into the center of the operation . . .
Admittedly, it isn’t an easy task.
But it can be done. In fact, most
behaviorists think it must be done,”
TPF/C says.
How about the unionists?

New Accountants Could
Begin at $17,000 a
Year by 1980: Half
By 1980 public accountants with
less than one year of experience
may well be receiving a median
salary of $17,000 a year, estimates
Robert Half, CPA. In 1950, when
his personnel agency first surveyed
the accounting positions in its files,
median salary for the same position
was $1,820 per year.
We challenged Mr. Half’s low
figure for 1950 and he responded
that in 1940, when he first started
working as an accountant, he was
receiving $4 per week and he knew
others who were paying for the ex
perience.
In 1974, accountants with one
year or less experience working in
large-size firms are earning $11,500$12,500, an increase of 8.6 per cent
over 1973, reports Half’s 1974 Fi
nancial and Data Processing Pre
vailing Starting Salaries survey. In
medium-size firms the beginner is
making $9,500-$ll,000, an increase
of 5.1 per cent from last year. If
the accountant has a graduate de
gree he can expect 10 per cent
May-June, 1974

more and if he has a CPA certifi
cate another 10 per cent.
The survey is based on the posi
tion requests received by the Half
organization in its 43 offices.
Systems analysts in medium-size
installations experienced the great
est increase in salary range over
the year, 14.9 per cent. In 1973 the
salary range for that position was
$10,500-$13,000. In 1974 it is $12,000-$15,000. In large installations
the systems analysts now earn
$13,500-$15,000, and in small in
stallations $ll,500-$13,000. If the
systems analyst has an undergradu
ate degree, 5 per cent is added on
to the salary range and another 5
per cent is added on if the position
involves substantial travel.
Senior consultants in 1973 aver
aged $16,000-$23,000 and in 1974
$17,000-$24,000. Managers in 1973
were earning $20,000-$40,000 and
in 1974 are earning $22,000-$40,000. Half reports that a gradu
ate degree or a CPA certificate are
worth an additional 10 per cent in
crease over those figures, both
mean 12 per cent more and if
substantial travel is called for an
additional 5 per cent.
Although the firm says there are
differences in salaries offered in
various parts of the country, in
most cases the difference is not
greater than the variance in salaries
between a large city and its sur
rounding suburbs.
Copies of the survey are avail
able upon written request to Ber
nard Wilens, Vice President, Rob
ert Half Personnel Agencies, Inc.,
330 Madison Ave., New York, N.Y.
10017.

Arthur Young Reports

Swing in Favor of

'Spendable Income’
Immediate spendable income is
“back in style,” reports Arthur
Young & Company in Compensat
ing Executives: Meeting the Needs
of Management Today, a firm pub
lication recently released.

Management Adviser will
cease publication after its
next issue, July-August.
Part of the material cov
ered in the magazine, which
was established in March
1964 as Management Ser
vices, will now appear in The
Journal of Accountancy. In its
August issue, The Journal will
inaugurate an MAS depart
ment and will from time to
time publish major articles on
management advisory ser
vices.
The decision to suspend
publication of Management
Adviser was made at the
meeting of the AICPA Board
of Directors in January in
New York. The Board rea
soned that one of the major
purposes in creating the mag
azine was to establish CPAs
in the minds of the public as
qualified to handle top-level
MAS assignments. Since the
non-CPA readership of The
Journal is now greater than
that of Management Adviser,
it was thought that the objec
tive could be achieved just as
well by incorporating MAS
material in The Journal. CPAs
involved in management ad
visory services receive The
Journal as members of the
Institute; non-CPAs in ac
counting firms have access to
The Journal through their
firm’s library or through inde
pendent subscription.
Subscribers to Manage
ment Adviser whose subscrip
tions expire after publication
of the July-August issue will
be given the opportunity to
fulfill the balance of their sub
scriptions with The Journal of
Accountancy or they may
elect to receive a refund. A
mailing offering this option
will go out in June.
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Deferred compensation, stock options are less popular today . . .

Firm members obtained replies
from 6,000 corporate executives in
more than 1,000 corporations. Their
study was conducted under the
auspices of the Financial Execu
tives Institute (see M/A, Janu
ary-February, 1974, pp. 12-13, for
a discussion of the FEI report).
From these answers they concluded
currently favored compensation
practices include spendable income
in the form of salaries and bonuses,
executive incentive systems, fringe
benefits, perquisites, and the “caf
eteria” approach to compensation.
Less popular practices include de
ferred compensation arrangements
and stock options.
Majority want cash

“In a recent study,” Arthur Young
states, “over 75 per cent of the ex
ecutives said they wanted a formal
management incentive system.
More than four out of five said
they wanted their compensation in
the form of cash; less than onethird said they wanted it in stock
or some form of deferred income.
Four out of five executives told us
that stock options have lost their
appeal as an incentive.”
“Cafeteria compensation” allows
the executive to have some choice
in the form and timing of at least
a portion of his total compensation.
The CPA firm cautions that if this
approach to compensation is used,
a company should also provide top
executives with continued financial
planning attention.
The concept of “performance
shares” is enjoying current popu
larity among stock accumulation
approaches, the report explains.
Performance shares are long-term
rewards that are not paid unless
the executive measures up.
“A company will set certain
growth or profit standards either in
earnings or sales for the division or
for the company for anywhere from
two to six years and allocate per
8

formance units to executives in
much the same way that options
are allocated. When the period of
measurement expires, a percentage
of those performance units is given
to the executive, according to his
company’s or division’s success in
obtaining the previously estab
lished objectives. At that point, the
performance units may be con
verted either into cash or stock at
the current market price.”
Stock options sometimes best

The mechanics of the perform
ance share approach are very com
plex and difficult to explain to ex
ecutives, especially if division as
well as corporate targets are in
volved, Arthur Young notes. For
young companies that cannot set

realistic earnings targets yet, the
firm suggests stock options are a
better choice. However, for large
corporations that have established
valid parameters of growth “per
formance shares may be the wave
of the future,” the study states.
There is increasing pressure to
ward early retirement for execu
tives, the firm reports. It is in part
due to an attempt to satisfy the
ambitions of the young executives
and keep them from leaving, Ar
thur Young observes. However, it
cautions, “It is estimated that the
cost of providing a pension without
reduction for years of service be
fore age 65 rises at the rate of 6
percent a year.” As mandatory min
imum retirement age is reduced, a
review of pension plans is required,
the firm says.

Every Business With More Than 25 Employees
Will be Affected by New Health Law, Warns Hay
Every business organization in
the country with 25 or more fulltime employees will be affected by
Public Law 93-222, the “Health
Maintenance Organization Act of
1973,” reports Hay Associates in its
newsletter, Men & Management.
The consulting firm points out
Section 1310 of the law in particu
lar. It states that the employer with,
on the average, 25 employees or
more “shall . . . include in any
health plan offered to its employees
. . . the option of membership in
qualified health maintenance or
ganizations ... in the areas in
which such employees reside.”
If an employee chooses HMO
coverage over that of the regular
medical benefits plan offered by
the company, then the employer
must pay out the same amount for
HMO coverage as it does for the
regular company program, Hay
explains.

“It appears at this early stage
that, since there are relatively few
HMOs in the true sense of the
term to begin with, the number of
those which will qualify under the
Act in the near-term future will be
quite limited,” the firm observes.
Although the Department of
Health, Education and Welfare is
helping to underwrite the new law,
heavy deficits are expected in the
first operating periods partly due
to discovery of pre-existing em
ployee health problems and partly
due to enrollment fees not catch
ing up to cover fixed costs for the
initial period. The cost and fee
structures will be complex to estab
lish, administer, and control. Also
physicians are not too enthusiastic
about the law, in part because to
qualify for association with HMO
the work in these clinics must be
their “principal professional activ
ity,” Hay points out.
Management Adviser

For the Management Consultant—

AICPA MAS Committee Issues Exposure Drafts of Standards

For Practice and for Preparation of Financial Forecasts
The AICPA MAS Executive Com
mittee at its March 28-29 meeting
discussed two exposure drafts that
are available to interested parties
who wish to comment on them.
One was a draft of “Management
Advisory Services Practice Stan
dards,” prepared by the MAS Tech
nical Standards Subcommittee and
the other was “Standards for Sys
tems for the Preparation of Finan
cial Forecasts,” prepared by the
Forecasting Task Force of the MAS
Executive Committee.
Practice standards

Recognizing that MAS practice
draws on those trained in skills
other than accounting, the pro
posed MAS practice standards are
to apply to Institute members as
well as non-members engaged in
the structured practice of manage
ment advisory services in CPA
firms.
State CPA societies and other in
terested parties have been sent
copies of the proposed practice
standards for their comments.
The following is a summary of
the management advisory services
practice standards being consid
ered:
1. Personal characteristics — In
performing management advisory
services, a practitioner must act
with integrity and objectivity and
be independent in mental attitude.
2. Competence—The engagement
is to be performed by a person or
persons having competence in the
analytical approach and process,
and in the technical subject matter
under consideration.
3. Due care— Due professional
care is to be exercised in the per
formance of a management advis
ory services engagement.
4. Client benefit—A practitioner
is to perform only those manage
ment advisory services engage
May-June, 1974

ments which, in his judgment, can
reasonably be expected to result in
a benefit to the client.
5. Understanding with client—
Before an engagement is under
taken there is to be an understand
ing with the client on all significant
matters relating to the engagement.
6. Planning, supervision, and
control—Engagements are to be
adequately planned, supervised,
and controlled.
7. Sufficient relevant data—Suffi
cient relevant data is to be ob
tained, documented, and evaluated
in developing conclusions and rec
ommendations.
8. Communication of results—The
results of the engagement are to be
communicated to the client.

Preparation of forecasts

The proposed standards for the
preparation of financial forecasts
have been developed not only for
the guidance of the preparers of
financial forecasts and the develop
ers of forecasting systems, but also
for the management of companies
that issue forecasts, and the finan
cial public in general.
On February 2, 1973, the Secur
ities and Exchange Commission
said that it will permit companies
to include financial forecasts in
prospectuses and reports under cer
tain conditions. These forecasts
must meet certain standards, that
have yet to be set.
“In spite of the widespread prep
aration of financial forecasts for in
ternal use, no authoritative state
ment of guidelines or standards ex
ist for either the preparation or
publication of financial forecasts,”
the exposure draft states. “Such
standards are desirable and neces
sary if published forecasts are to
be useful to the public. Although
the Securities and Exchange Com
mission has stated its intent to is

sue forecasting standards, it is de
sirable and consistent with Com
mission policy that these standards
be developed in the private sector
and be based on experience with
financial forecasting.”
In summary, the proposed stan
dards are:
1. Most probable single result—A
financial forecasting system should
provide a means for management
to determine what it considers to
be the single most probable fore
casted result.
2. Accounting principles used—
The accounting principles used in
the preparation of a financial fore
cast should be those which are ex
pected to be used when the events
and transactions envisioned in the
forecast will be recorded in finan
cial statements.
3. Appropriate care and quali
fied personnel—Financial forecasts
should be prepared with appropri
ate care by qualified personnel.
4. Best information available—A
financial forecasting system should
provide for seeking out the best in
formation available at the time.
5. Reflection of plans—The in
formation used in preparing a fi
nancial forecast should reflect the
plans of the enterprise.
6. Reasonable assumptions suit
ably supported—The assumptions
utilized in preparing a financial
forecast should be reasonable and
appropriate and be suitably sup
ported.
7. Relative effect of variations—
The financial forecasting system
should provide the means to deter
mine the relative effect of varia
tions in the major underlying as
sumptions.
8. Adequate documentation — A
financial forecasting system should
provide adequate documentation of
both the forecast and the forecast
ing process.
9. Regular comparison with at
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tained results—A financial forecast
ing system should include the reg
ular comparison of the forecast
with attained results.
10. Adequate review and ap
proval— The preparation of a finan
cial forecast should include ade
quate review and approval by
management at the appropriate
levels.

The standards do not address
the questions of what information
a published forecast should include
nor the independent attestation of
forecast data. These matters are
still under consideration by the
AICPA.
John R. Mitchell, director of the
AICPA’s management advisory ser
vices division, explained neither
set of proposed standards has yet
been officially adopted by the MAS
Executive Committee. If the Com
mittee adopts the standards, it
would constitute adoption by the
AICPA as a whole.
Mr. Mitchell invites those inter
ested in commenting on the stan
dards to write to him to obtain
complete copies of the exposure
drafts. Comments on the Practice
Standards should reach Mr. Mitch
ell by June 30. Comments on the
Forecast Standards are to be di
rected by June 17 to Monroe S.
Kuttner, manager — MAS, at the
AICPA. Write to AICPA, 666 Fifth
Avenue, New York, N.Y. 10019.

Touch-Tone Phones

Touch-Tone owner must enter his
name and address in the com
puter’s memory by mailing in a
form. After that initial identifica
tion, he can make his order in ap
proximately half the time it would
take him to call a human order
taker.
An additional benefit of TouchTone ordering is that the computer
can immediately check to see if the
desired item, as numbered in the
catalogue, is in stock and, if not,
will tell the customer so. While the
customer is still on the line, each
item ordered is compared to the
computer record to reduce errors
and call-backs.
The system has been designed so
that if a customer is having diffi
culty placing an automated order, a
human operator can call the cus
tomer and overcome the problem.
In its initial three-month trial per
iod, one out of five customers re
quired assistance.
Maurice Anderson, general man
ager, methods planning and devel
opment at Simpsons-Sears, stated,
“We are not contemplating in any
way that this technique will be
come more than an alternate meth
od of ordering. We will continue to
need our highly-trained and wellregarded telephone sales clerks to
handle the majority of orders that
come from customers.”
After a total trial period of more
than seven months, the TouchTone automated order service op
erates Monday through Friday
from 9 a.m. to 9 p.m. in the To
ronto area.

For Computer Input?

Canada Has Them

Arthur D. Little

Maybe there isn’t a computer in
every home just yet, but SimpsonsSears in Toronto, Canada, is turn
ing the residential Touch-Tone tel
ephone into a shopper’s terminal
for its computerized ordering sys
tem.
Residents of the metropolitan
Toronto free calling area who own
a 12-button Touch-Tone phone can
order items from the SimpsonsSears catalogues by calling its auto
mated order service. First the

Foresees Much Larger
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EDP Systems by ’80s
Modular component computers
of very low cost, compared to cur
rent models, will be the next gen
eration of computer systems, pre
dicts Arthur D. Little, Inc., on the
basis of a study done in support of
an Air Force Systems Command
Mission Analysis of automatic data
processing requirements at base
level (SADPR-85).

ADL conducted its research
among all the major U.S. computer
manufacturers as well as the uni
versity research labs.
Frederic G. Withington, who led
the EDP portion of ADL’s study,
said, “Auxiliary storage subsystems
will be available that make it eco
nomically possible to provide on
line access to groups of very large
files. Substantial improvements in
magnetic technology will make this
possible by 1977; slow evolution
toward magnetic-bubble and/or
charge-coupled device technology
will also cause improvements to
continue through 1985 and beyond.
“Highly flexible, fully automatic
data management software will be
integrated with these subsystems.”
ADL predicts that, by 1985,
available data processing equip
ment will make installations 10 to
100 times larger than today’s sys
tems possible.

AICPA Conference on

MAS Scheduled for
Chicago in October
MAS specialists may want to
make plans to be in Chicago Oc
tober 2-3 to attend a conference
sponsored by the AICPA especially
for them.
This national conference will be
largely of a technical nature, de
signed to interest those primarily
engaged in management advisory
services in CPA firms.
Included will be eight hours of
workshops covering such topics as:
career opportunities for non-CPAs
in a CPA firm; the economics of an
MAS consulting practice; diagnos
ing and managing multi-disciplin
ary engagements; and consulting
opportunities for the CPA firm.
Speakers will include officials of
the AICPA and the Federal Gov
ernment as well as leading MAS
practitioners.
More information about the fall
conference is available from the
MAS division of the AICPA, 666
Fifth Ave., New York, N.Y. 10019.
Management Adviser

Nearly Two-Million
Computer Terminals

Predicted for 1977
By the end of 1977 there will be
1.8 million terminals installed in
the United States, a study pub
lished by Creative Strategies, In
corporated, Palo Alto, Calif., states.
In 1972 475,000 terminals had been
installed.
Intelligent terminals (terminals
capable of doing certain on-site
operations) will experience a 21
per cent compound annual growth
rate, reaching a $258 million mar
ket by 1977. “CSI sees continued
rapid growth of new intelligent ter
minals which is directly related to
the availability of low-cost semi
conductor (MOS/LSI) [metal-oxide
semi-conductor integrated circuits
using large-scale integration] proc
essor devices,” the firm states. CSI
sees intelligent terminals as the
fastest growing segment in the gen
eral purpose terminal market.
General purpose terminals, domi
nated by cathode ray tubes (CRTs),
are expected to grow from a 1972
revenue base of $430 million (on
an if-sold basis) to $930 million by
the end of 1977. Dedicated applica
tion terminals are expected to grow
from $93 million in 1972 to $564
million by 1977.
Total conversion by 1977

CSI also projects that retailers
will achieve total conversion to
electronic point of sale equipment
by 1977. The retail industry is ex
pected to spend $2.7 billion for the
needed equipment.
“Although costs may be as much
as 20 to 100 per cent more than for
electromechanical registers, the
real payoff is expected to occur as
a result of increased management
control over inventories,” CSI
states.
By 1977 more than 346,000 sys
tem-oriented units will be installed
in non-food retail stores, 125,500 of
those in general merchandising, the
company forecasts. By the end of
May-June, 1974

the decade more than 100,000 sys
tems-oriented units will be shipped
for the supermarket segment of re
tailing. Credit card authorization
systems are also experiencing in
creased demand. Sales volume is
likely to total about $184-million
by 1977, CSI states.
The firm’s findings are part of its
Industry Analysis Service. More in
formation about the service or in
dividual studies is available from
Creative Strategies, Inc., The Ex
ecutive Building, 1032 Elwell
Court, Palo Alto, Calif.

New Plan to Counter
Machine Obsolescence

Offered by Redactron
Buy back arrangements that will
protect its customers from suffering
financial loss if their word proces
sing equipment becomes obsolete
is being offered by Redactron Cor
poration, Hauppauge, N.Y.
Under one plan, Redactron will
credit to the purchaser of any new
Redactron equipment the amount
of the purchase price of the older
equipment less the equivalent
monthly rentals for the period in
which the equipment was used.
Deposit plan

The second plan requires the
buyer to pay a $500 deposit at the
time of the purchase which entitles
him to an 18-month grace period
when he is able to return the word
processing equipment as if he had
rented it. If the buyer drops the
buy-back option during the first 18
months, the $500 is refunded; if
the equipment is returned after the
first 18 months, the $500 will not
be refunded. The second plan is
to protect customers who wish to
preserve the right to change to a
different manufacturer if their
needs change.
The two plans are designed so
that the purchaser will not have to
pay more than he would have
to rent the word processing equip
ment, Redactron states.

Honeywell Executive

Decries Notion of
Computer Enslavement
By the end of the century the
myth that man will be enslaved by
computers will be dispelled, a
Honeywell executive told the Town
Hall of California, March 12.
William T. Bayer, Jr., vice presi
dent of technical resources plan
ning for Honeywell’s worldwide
computer operations, explained:
“More and more people are enter
ing the work force who know how
to use computers. The U.S. will not
be filled with computer experts,
but the U.S. will be filled with
people who understand how to use
computer power.”
He observed that computer com
panies are shifting their emphasis
from manufacturing to sales, ser
vice, and software.
Some technological advances that
may be achieved by the end of the
century are: “wired cities,” where
every home is connected to a cen
tral computer; mail and newspapers
“delivered” to the home on a tele
vision screen; and business termi
nals in the home that eliminate the
need for office buildings, Mr. Bayer
stated.
“Technology makes these things
possible now or within the next
quarter-century. But does society
really want them, or need them?
That’s the real question involving
computers in the year 2000,” the
Honeywell vice president said.
Thomas S. Dudick’s article,
“Cost Accounting Must Adapt
to Nuclear Energy Needs”
which appeared in the last is
sue of Management Adviser,
was a condensation of part of
a special study conducted for
the Valve Manufacturers As
sociation, 6845 Elm St., Mc
Lean, VA 22101. The com
plete work covering cost ac
counting detail has been
printed in its entirety in the
VMA’s publication Valviews.
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For the Executive in Finance—

Accounting Systems Should Reflect Inflationary

Trends, Freeman Says; Material Shortages Predicted
Accounting systems that reflect
inflationary trends ought to be im
plemented, advises Orville Free
man. Replacement costs and in
ventory should be used as deter
minants for calculating deprecia
tion, the former Secretary of Agri
culture and now president of Busi
ness International, advises.
Mr. Freeman was interviewed by
Boardroom Reports, a management
publication.
He predicts tougher times for the
United States-based multination
als in their dealings with develop
ing nations. The fear of interna
tional domination is real and must
be reckoned with and, accordingly,
he described some ways in which
this is being done.
In the Far East, an idea that is
gaining favor is an agreement
whereby the investor pays the host
nation part of the production, thus
eliminating the host nation’s feel
ing that it is being “taken over.”
Arabs offer barter plan

According to Mr. Freeman the
Arab nations have offered to swap
cheap oil for production facilities
built on their soil.
Multinationals should be pre
pared to pay higher taxes around
the world. Economic blackmail
could spread from oil to certain
metals such as molybdenum, tin,
titanium, and bauxite and to some
foods including coffee and sugar,
Mr. Freeman warns.
The former Secretary of Agricul
ture forecasts a real food shortage
starting in the next few years be
cause of the world’s continuing
population growth. Dwindling sup
plies could only be countered by
a major scientific breakthrough to
sharply increase food production or
a worldwide depression that would
direct more feed grain to cereal
and bread rather than into meat
output, he stated.
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There is also the possibility of a
drought in the United States which
could create worldwide famine and
a major economic dislocation. Mr.
Freeman commented, “Droughts
occur in cycles and the meteor
ologists say one is due statistically.”
Boardroom Reports is a 20-page
semi-monthly publication. The sub
scription price is $35.00 per year.
Further information about the pub
lication is available from Martin
Edelstron, Boardroom Reports, 11
West 42nd Street, New York, N.Y.
10036.

categories, to be observed, and
found “a high degree of compli
ance with voluntary standards.”
Each year another third will be
checked for weight and measure
standardization.
Since 1966 package quantity stan
dards have been established for 44
product categories; 37 were estab
lished informally by manufacturers
and seven were established as
“Voluntary Product Standards,” the
Department of Commerce states.
Copies of the Department of
Commerce report may be obtained
by contacting the Office of Weights
and Measures, National Bureau of
Standards, Washington, D.C. 20234.

Stanford Research Will
Help Individual Firms
With Research Review

Manufacturers Comply
With Fair Packaging
Laws, Says Dent
Manufacturers are complying
with provisions of the Fair Pack
aging and Labeling Act, reports
Secretary of Commerce Frederick
B. Dent.
“I think there has been signifi
cant progress made in this area,
even though compliance is on a
voluntary basis,” Secretary Dent
said. He pointed out “the reduction
of different package sizes and more
uniform labeling will afford con
sumers better shopping compari
sons and will eliminate unneces
sary confusion in the marketplace.”
Prior to the passage of the Fair
Packaging and Labeling Act in
1966, there were 57 different tooth
paste package sizes, based on
ounces. Presently there are five
standardized toothpaste sizes, a 91
per cent reduction, Mr. Dent noted.
Similarly adhesive bandage con
tainers have been reduced from 37
to 10 different packages, a 73 per
cent reduction, he stated.
The Commerce Department’s
National Bureau of Standards
checked one-third of the product

If the most recent innovation in
your company is using zip codes,
Stanford Research Institute may
have a plan to activate your on-thejob retirees.
SRI, Menlo Park, Calif., has es
tablished a program that sends its
research professionals to search for
innovations. Accordingly, it is
called “Innovation Search.”
Its scientists first undergo an
intensive indoctrination of a com
pany’s products, services, and
technologies in the area to be in
vestigated. They then meet with
client company’s representatives in
a week-long search for innovations.
SRI’s consultants include “1,400
research professionals, who repre
sent more than 100 disciplines,” the
organization states.
The program attempts to dis
cover ideas for new products or
services; new uses or modifications
of existing products or services;
outlets for patents and technologi
cal processes that are not utilized;
and outlets for unique capabilities
that a company might possess.
Sessions among SRI professionals
and client company representatives
can take place either in the client
company’s facilities or at SRI head
quarters in Menlo Park.
Management Adviser

New Products and Services—

Commercial Printer Solves Shifting Payroll Problem
By Imaginative Use of New York Service Bureau
Commercial printing, with its
roster of specialized workers, press
men, plate makers, sheet straight
eners, cameramen, dot etchers, por
ters, presents a payroll problem of
some size. Unfortunately, the aver
age print shop, in spite of the num
ber of skills required, doesn’t al
ways need the same number of
personnel as it has jobs to be done.
This complicates the payroll
problem. As does the fact that each
trade is highly unionized. A man
can work on one press today at
one rate and another press tomor
row at a different rate and then
when the pressure is off return to
his normal press. So he earns at
one hourly wage rate at one job, at
a higher rate the next, and he re
turns to his basic wage the third.
Throw in differing rates of pay for
overtime work and the situation
can become a bookkeeping night
mare.
This is basically the situation
faced by Davis-Delaney-Arrow, a
custom print shop in Manhattan
specializing in producing annual
reports, catalogs, direct mail ma
terial, and brochures.
“We have enough people to make
payroll handling a complicated,
costly procedure,” said William
Sproat, D-D-A controller, in an in
terview, “but not enough to justify
installing our own electronic data
processing set-up.”
To achieve the benefit of elec
tronics without the expense, DavisDelaney-Arrow arranged for Mag
nagistics, a specialized personneloriented payroll processing firm to
take on the job.
Together, the Magnagistics peo
ple and the D-D-A people designed
a special time sheet for the print
shop. Each worker’s name and
identification number is pre-printed
on the time sheet. The bookkeeper
at the printing plant merely enters
manually after each worker’s name
May-June, 1974

the hours worked, the shift, and the
key for the kind of work done.
Magnagistics picks up these sheets
on Mondays and, using interpre
tations for the shift (overtime,
straight time) and for the type of
work being done, processes them
through a computer and returns a
complete payroll to Davis-DelaneyArrow each Tuesday afternoon.
Payroll checks (for night shift
workers only) are also prepared by
the service. Day shift workers are
paid in cash delivered under armed
guard.
The payroll program also calcu
lates deductions for the employee’s
union, which are deducted and sent
to his local for use as a vacation
fund for the employee. The system
also includes preparation of the
standard tax forms.
The company is satisfied with the
arrangement which simplifies its
bookkeeping problem to the utmost
degree. “We are pleased because
of the on-time delivery of checks
without bother on our part,” com
ments Mr. Sproat. “The ability to
handle the complex rating and over
time schedule, to deduct the vaca
tion items, and to get special re
ports just as a by-product of weekly
input by our bookkeeper also figures
in the efficiency rating we give the
system.”

Pitney Bowes Issues

New Booklet to Help
Mailing Efficiency
Our office postal scale is no
longer obsolete: we just read the
airmail rates to find out what the
correct first class rates now are. Al
though the latest postal rate in
crease has not caused Pitney Bowes
to reissue old machines, it has
prompted the company to offer a
free booklet “30 Ways to Make

Your Mailing Operation More Effi
cient.”
“Airmail—Never on Friday,” ad
vises Pitney. Since business letters
won’t be opened until Monday, the
company says save the postage and
stick with first class except for long
distances.
Another suggestion is to save me
tered envelopes or tapes that were
printed but for some reason were
not used, for instance issuance in
the wrong denomination. The local
post office will give you a 90 per
cent rebate for them, Pitney says.
When sending a first class letter
along with a package, to avoid pay
ing first class rates for the entire
package mark it “First Class Mail
Enclosed” and add the letter’s post
age to the parcel’s postage; or tape
the letter to the top of the package
with the appropriate postage af
fixed.
The booklet is available at any
Pitney Bowes sales and service of
fice or by writing to the company
at 159 Crosby Street, Stamford, CT
06904.

Machine Translator Introduced
A device that allows an operator
to translate English terms into
their numeric code equivalents for
computer input has been intro
duced by the Standard Register
Company, Dayton, Ohio.
The Procedure Selector is essen
tially a specially designed micro
fiche viewer, Standard Register ex
plains. It displays a page of 120
item, service, or procedure descrip
tions at one time on a TV-like
screen. Forty-five pages are avail
able, which allows the operator to
make selections from up to 5,400
items.
Correction—Donald Dewayne
Martin, author of “A Graphic
Solution to Discounted Cash
Flow Problems,” M/A, MarchApril, 1974, is assistant pro
fessor and chairman of the ac
counting department at Rock
hurst College, Kansas City,
Mo.
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